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thereafter it was avoided till the outbreak of war in 19145 an

interval of forty-eight years.

One important change, however, was made in the practice
of the Bank of England after 1857. The effect of the call money
system evolved in the discount market had been to make the
discount houses the channel for rediscounting. Formerly strin-
gency in the money market had meant that the sellers of bills,
finding no buyers through the bill brokers, had been diverted
to the Bank of England. Now it was the bill brokers themselves
who bought bills, and who in case of stringency became sellers
to the Bank of England.

The Bank of England disliked the innovation. It regarded
itself as a competitor in the market for the purchase of bills and
found itself placed at a disadvantage in having to carry the
burden of a big idle cash reserve when the discount houses were
enabled by the rediscounting facilities afforded by the Bank
itself to dispense with reserves altogether. Early in 1858 the
Bank announced that it would no longer rediscount for the
bill brokers at all. It would only make advances on the security
of bills (like the other banks) and even these were ordinarily to
be made only at the quarterly periods of dividend payment,
when the market was short of cash. At any other time advances
to the discount houses were to be a special concession and not
a matter of course.

The crisis of 1857 was followed by a period of stagnation (a
very usual experience after a crisis). But the normal cyclical
movement was perturbed by the outbreak of the American
Civil War in 1861. The Civil War reacted on the rest of the
world in several ways. The blockade of the Southern States
caused a serious dislocation of trade of which the 'cotton famine5
was the most striking consequence. And the resort of both
sides to inflationary finance drove gold abroad and induced a
rise of prices and credit expansion in other countries.

Credit conditions became very unstable. Very high bank rates
were imposed from time to time both in London and in Paris.
Towards the end of 1864 (when the end of the Civil War was
coming quite definitely into sight) a commercial crisis broke